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20 February 1975 |

MEMORANDUM FOR: Dr. Edwin Hullandoer ‘ |

f Assistant Directo:

Council on International Economic Policy
{
»
. i
SUBJECT : Recent World Commodity Developments and : !
Suggested Topics for Terms of Reference i
' |
i 1. In response to yvour phone call this morning, I \1
: have attcmpted to suamarize some racent developments in tlre j
. - . . 3
. world ccomodity scene and include a few tovics that you ;
2 may wish o consider in your terms of reiference. :
!
£ 2. UNZTAD Committee on Commcdities - EighthSession !
: “CGzanova, 1C-21 February 1975 !
p. . . ] . - .
: Discusszions to date have been lackluster and ucsultory, :
with TDC: indicating frustration with slow progress in :

obtaiiinc action on commodity problems which have now !

becom.: urijent. ILDCs cadorsced wichout enthusiasm the so

callel "intagrataod osirogram" but were also lukKewarm toward

the Dakas Aztic ‘am.  LDCs arce basically split between !
cl

¥
A
:
;
3

Ep
modevrates aad those supporting Algerian-backed hard linc !
policles. any raw wmaterial nroducers believe that "integratoed
program" is too ampitious and cumbersome, and prefer to push
for immoalate action on individual commodities. Furthexr UN ;
meetings will be heid on this topic, including a special
General Assambly meciing in Scptember and a majoxr UNCTAD
mecting in YNairobi in May 1976.
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Ob-jectives are to securc stable and ronmunerative
orices, as well as inmprovemenic of marketiny systems,
diversilfication, cxpanded marizet access for exporters,
security of supplics for iaporters, and measurcs to counter
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inflation. The kev element is the establishment of
international stocks for a range of commodities to be
financed by an international common fund. The proposals
are based on the following assumptions: )

(1} that commcdity prices will return to levels
prior to the 1973-74 commodity koom;

(2) that a system of international stocking
arrangcements would result in price and supply
stability;

(3) that such a system is the best stabilization
measurce for tae commodities concerned;
I
(4)  that importers as well as exporters have an
hligeticn to fund international stocking
rangoement and

U]

J

(€

(5) that past coproaches nhave been ineffective in
dealing w..th commodity problems.

‘r

3. Dalaxr Noa-. ligued Confercnce on RKaw

Materi :ls - 3-i1 February 1975

[

A high.v disjo’nted meeting of some 70-80 non-aligned
nations und . the ciairsanship of Algeria which produced
no solid ag :c put a number of commodity prooosals
for furthor % Thi; groun aluo favors th tablishment
o commoailt - pufler stocks, hOOCJL1lj to bk Llndncpd py the
oil~rich OF .C naciors, and variou:: other forms of market
interveation and profereatial pricing arrangements forx
commovity c.oposes.  They also favor expanding the planned
French sponsorad preducer/counsume: 0il conference to include
a diSCUBSLOE of 1l raw mater’als. Various study groups
have been £ ormed to Tuirither cxplo: e all these commodity
issucs in o repar atl(n for another non-aligned meeting
scheduled to be neld in Lima, Peru in Augqust,

4. EC: TIive *oar Cocperatica Accord _with 46 LDCs

(Sce Lronomic intcelligerce Woeokly, 19 February 1975)

Ty

ster Wilson's £ yeech at Leeds,

1975

5. Pl.mo
ge

Prime .inister Wilson called for international assurances
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to stapilize world raw materials prices. ‘7ithout
proposing any specific program, he stated :is "Govornment
would be ready to discuss these issues in :he international
o 1
Lorum .

6. A quick sketch of some topics %Lhe: you may wish to
touch on in your terms ol reference incliud ::

a (1) Exposition and analysis of th2 vrrious commodity

= stabilization cgreoments (bo;q P ono"od and actual)
: by devcloped and develeping coun:ries, including

4 UNCTAD's integrated progrom, ad :he BC-HCP S5-year
s cooperécticon accord.

| ' (2) National and international stockpiling policies.

(3) Principles of buffer stock oprations and market
interventicn.

(4) Relative merit of multi-commelity svsiem vs
indivicual commodity schoemes. .

3 (5) Various indexing schemes tied to raies of

inflation and other exchange rate p:oblems.
3 (6) Rolec of international orcaniz-tions, i.e.,
4 uN, IMy', IBRD, FFAO, ctc.

(7) Relationship of commodity pro>lems Jnclualnc
supply access to the MNTNs.

(8) Precservation of the frece market systen vs
market intervention.

= (9) New "rules of the road" for foreign investment

o and supply access X
. . . 1

! (1.0) Other technical considerations, such as adequacy |

: of data on prices, production and stocks; ability

to [orccast preduction and dewand; problems of

synthetics and substitutes for many commodities.

25X1A9a

Chief : |
Agriculture and Maiterials Branch '
Industrial Notican Division
Office of Economic Rescarch
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